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L.ditortal Comment 


a no subject today is of more consuming 
interest to controllers than that of monetary 
management, and currency. THE CONTROLLERS IN- 
STITUTE OF AMERICA, therefore, invited an out- 
standing authority on monetary systems, Professor 
Irving Fisher of Yale University, to address its third 
annual dinner. 

Professor Fisher used this occasion to present a 
message to the American public outlining a plan 
which he advocates for prevention of future wide 
fluctuations in business, and for re-establishing con- 
fidence and hastening recovery. 

The details of Professor Fisher’s plan are pre- 
sented as the leading article in this number of THE 
CONTROLLER. They are worth careful study by all 
controllers and financial officers of corporations. 

THE CONTROLLERS INSTITUTE OF AMERICA, of 
course, has not given its endorsement, nor has it 
expressed opposition, to the ideas put forth by Pro- 
fessor Fisher, as that is not one of the functions of 
the organization. Professor Fisher made it very plain 
that he was speaking as an individual and that his 
message was in no sense authoritative as coming 
from government sources. Yet the belief persists in 
the minds of many that careful study of the pro- 


posals put forward by Professor Fisher has been 
made by many members of Congress and by govern- 
ment officials. 

THE CONTROLLERS INSTITUTE OF AMERICA wel- 
comes the opportunity to place this matter before 
thinking people with the thought that they will be 
called upon comparatively soon to express an opin- 
ion either for or against adoption of the plan de- 
scribed by Professor Fisher. This is more than a 
political question and goes to the very heart of the 
matter of control of assets of American business 
concerns. 


ie third annual meeting of THE CONTROLLERS 
INSTITUTE OF AMERICA brought to light many 
suggestions and plans with respect to work to be 
done by controllers generally in serving American 
business most effectively. The meeting was largely 
attended and was pronounced a success. Coming 
issues of THE CONTROLLER will record additional 
facts with respect to work to be undertaken in the 
near future—work in which an increasing number 
of controllers will participate. The opportunity for 
service is here. 
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Irving Fisher Tells Controllers of 
Monetary Cure for Depression 


Would Take From Banks Power to Contract and Expand Credit—A dvocates 
One Hundred Per Cent. Reserve for Checking Deposits, With Aid of Pro- 
posed Currency Commission—A ddress by Noted Economist of Yale University. 


HE CONTROLLERS INSTITUTE OF 

AMERICA was made the medium 
for presentation to the American pub- 
lic of an important message and recom- 
mendation by Professor Irving Fisher 
of Yale University, the noted econo- 
mist and monetary expert. Professor 
Fisher addressed members of The In- 
stitute at their Third Annual meeting 
on September 18, at the Waldorf- 
Astoria Hotel, New York City. 

Much discussion has been aroused 
by Professor Fisher's recommendation 
as to changes in the banking system. 
Professor Fisher was speaking as an 
individual and his message was in no 
way an authoritative one, coming from 
government sources; but it is believed 
that the plan which he advocates is re- 
ceiving careful consideration at the 
hands of Senators, Representatives and 
government officials. 

The CONTROLLERS INSTITUTE OF 
AMERICA has not taken an official stand 
either for or against Professor Fisher's 
plan. The material is presented here 
as being of great interest to controllers 
generally and other financial officers of 
corporations. —THE Epiror. 


Earlier this evening I spoke to a 
radio audience criticising certain fea- 
tures of the New Deal chiefly because, 
in my opinion, they have retarded re- 
covery. The NRA, despite certain 
good features, was criticised in par- 
ticular. It might well have been called, 
as Professor King has said, ‘National 
Retardation’”’ rather than ‘National Re- 
covery!” 

I expressed my dissent from increas- 
ing prices by arbitrary markups and 
by destroying or limiting wealth; as 
such a policy necessarily makes us not 
wealthier but poorer. For the same 


reason, arbitrarily lifting or holding 
up wages spells unemployment and is 
contrary to the interests of labor. 

In so far as the New Deal is de- 
structive of wealth, income and pro- 
duction, it is in my opinion wrong. In 
so far as it has led to the idea that 
business profits are taboo or suspect, it 
is wrong. In so far as it confuses a rise 
of the price level from scarcity of 
goods with a rise of the price level 
from abundance of money, it is wrong. 


Approves Monetary Policy 


One reason why I have been at such 
pains to condemn certain parts of the 
New Deal while commending other 
parts is that I believe it is of the ut- 
most importance that the public should 
not gradually be led to condemn the 
part which I especially approve—the 
monetary policy. 

The President deserves the very 
highest praise for his courage and per- 
sistence in favoring reflation and sta- 
bilization. If not too much hindered by 
mistaken policies in other directions, 
this monetary policy will not only 
rescue us from a terrible depression 
but will prevent its repetition in the 
future. 

Unfortunately, it is just this part 
of the New Deal which is hardest for 
the average men to understand. Money 
has always been a great stumbling 
block for most people. They find it 
hard to realize either that the depres- 
sion can be due to monetary causes or 
that it can be cured by monetary 
means. 


Dollar Not Always A Dollar 
The trouble lies chiefly in what | 
have called the money illusion—the 
notion that a dollar is always a dollar, 


the same in value yesterday, today and 
forever. If the price of sugar rises we 
calmly assume that it is due to a greater 
demand for, or smaller supply of, 
sugar. It seldom occurs to us that it 
might mean a greater supply of money 
or smaller demand for money, and 
when the price of sugar falls we look 
again to sugar, not money. 

Since 1929, therefore, the popular 
psychology has been “over produc- 
tion,” too much wealth, while every 
competent student finds the trouble to 
be too little money. Controllers and 
accountants especially need to be on 
their guard, and some of them like 
Du Bruhl of Cincinnati have been on 
their guard. Otherwise, accountants 
mislead their clients and themselves. 

I found in 1922 that, even with the 
terrible inflation of Germany which 
had caused the mark to lose 98 per 
cent. of its purchasing power, 19 Ger- 
mans out of 20 did not realise that the 
mark had fallen—that what afterward 
they called their “calamity boom” was 
due to monetary ‘inflation, and one 
reason why it was a calamity boom was 
the bad German accounting. No ac- 
count was taken of changes in the 
value of the mark simply because it 
never occurred to them that the value 
of the mark had fallen. To them the 
mark was all the time the same mark. 
They lived and breathed and had their 
being in an atmosphere of marks, just 
as we in America live and breathe and 
have our being in an atmosphere of 
dollars. Professor Roman and I 
talked at length with twenty-four men 
and women whom we met by chance 
in our travels in Germany. Among 
these only one had any idea that the 
mark had changed. 
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Of course, all the others knew that 
ptices had risen, but it never occurred 
to them that this rise had anything to 
do with the mark. They tried to ex- 
plain it by the “supply and demand” 
of other goods; by the blockade; by 
the destruction wrought by the War; 
by the American hoard of gold; by all 
manner of other things—exactly as in 
America when, a few years ago, we 
ourselves talked about the “high cost 
of living,” we seldom heard anybody 
say that a change in the dollar had 
anything to do with it. 


In flation Never Suspected 


I remember particularly a long talk 
with one very intelligent German 
woman who kept a shop in the out- 
skirts of Berlin. She gave all kinds 
of trivial reasons for the high prices. 
There was a grain of truth in some of 
them, just as there is a grain of truth 
in the idea that a small part of the 
seeming motion of the stars is real. 
But the main fact of the tremendous 
increase in the volume of marks and 
of the action of this paper money in- 
flation on prices was not even glimpsed 
by the German shop woman. For 
eight years she had been victimized by 
the changing mark, but had never once 
suspected the true cause—inflation. 
When I talked with her the inflation 
had gone on until the mark had de- 
preciated by more than ninety-eight 
per cent., so that it was only a fiftieth 
of its original value (this is, the price 
level had risen about fifty fold), and 
yet she had not been aware of what 
had really happened. Fearing to be 
thought a profiteer, she said: ‘That 
shirt I sold you will cost me just as 
much to replace as I am charging you.” 
Before I could ask her why, then, she 
sold it at so low a price, she con- 
tinued: “But I have made a profit on 
that shirt because I bought it for less.” 

She had made no profit; she had 
suffered a loss. She thought she had 
made a profit only because she was de- 
ceived by the “Money Illusion.” She 
had assumed that the marks she had 
paid for the shirt a year ago were the 
same sort of marks as the marks I was 
paying her, just as, in America, we as- 
sume that the dollar is the same at one 
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time as another. She had kept her 


‘accounts in what was in reality a fluc- 


tuating unit, the mark. In terms of this 
changing unit her accounts did indeed 
show a profit; but if she had trans- 
lated her accounts into dollars, they 
would have showed a large loss, and 
if she had translated them into units 
of commodities in general she would 
have shown a still larger loss—because 
the dollar, too, had fallen. 


American Accounting Vitiated 

But before you laugh too much at 
the wrong German accounting you 
should search your own souls for 
wrong American accounting. During 
the last five years we have suffered 
from the Money Illusion but in the op- 
posite way to Germany’s. There it took 
over ninety-nine per cent. loss in the 
mark’s value to wake Germany up to 
the fall of the mark. In America our 
dollar gained 75 per cent. in value up 
to March, 1933, all in four years with- 
out many, except economists, realizing 
that there had been any change. This 
unseen change vitiated all our account- 
ing. 

The plain truth is that this depres- 
sion is primarily an hypertrophied dol- 
lar due to the attempt to liquidate un- 
payable debts. We may deduce the 
following chain of consequences in 
nine links: (1) Debt liquidation leads 
to distress selling and to (2) Con- 
traction of deposit currency, as bank 
loans are paid off, and to a slowing 
down of velocity of circulation. This 
contraction of deposits and of their 
velocity, precipitated by distress selling 
causes (3) A fall in the level of prices, 
in other words, a swelling of the dol- 
lar. Assuming, as above stated, that 
this fall of prices is not interfered with 
by reflation or otherwise, there must 
be (4) A still greater fall in the net 
worths of business, precipitating bank- 
ruptcies and (5) A like fall in profits, 
which in a “capitalistic,” that is, a 
ptivate-profit society, leads the con- 
cerns which are running at a loss to 
make (6) A reduction in output, in 
trade and in employment of labor. 
These losses, bankruptcies, and unem- 
ployment, lead to (7) Pessimism and 
loss of confidence, which in turn lead 


to (8) Hoarding and slowing down 
still more the velocity of circulation. 


More Debtors Pay, More They Owe 

It is important to note that deflation 
caused by the debt reacts on the debt. 
Each dollar of debt still unpaid be- 
comes a bigger dollar, and if the over- 
indebtedness with which we started 
was great enough, the liquidation of 
debts cannot keep up with the fall of 
prices which it causes. In that case, 
the liquidation defeats itself. While it 
diminishes the number of dollars 
owed, it may not do so as fast as it 
increases the value of each dollar 
owed. Then, the very effort of in- 
dividuals to lessen their burden of 
debts increases it, because of the mass 
effect of the stampede to liquidate in 
swelling each dollar owed. Then we 
have the great paradox which, I sub- 
mit, is the chief secret of most, if not 
all, great depressions: (9) The more 
the debtors pay, the more they owe. 

If this analysis is correct, then the 
President was right in trying to rectify 
matters by taking the swelling out of 
our overgrown dollar and to announce 
that after this was done, it was neces- 
sary to keep the dollar stable. He 
said: “The administration has the def- 
inite objective of raising commodity 
prices to such an extent that those who 
have borrowed money will on the 
average be able to repay that money in 
the same kind of dollar which they 
borrowed.” 

And again: “The United States of 
America seeks the kind of a dollar 
which a generation hence will have the 
same purchasing power and debt-pay- 
ing power as the dollar we hope to 
attain in the near future.” 

The President has gone farther 
toward success than is generally real- 
ized. Our price level has risen from 
55 per cent. of 1926 to 80 per cent. 
and business has improved accordingly. 


Curing Depressions by Monetary 
Methods 
It is impossible in a few minutes to 
give much of the evidence that mone- 
tary methods can and do bring coun- 
tries out of depressions and keep them 
out. 








There has been much controversy 
over the question whether raising the 
price of gold increases the price level 
as well as whether raising the price 
level by monetary means will improve 
business and employment. But the 
real argument both from general prin- 
ciples and from statistics is all, or al- 
most all, convincingly one way. Rais- 
ing the gold price does raise the price 
level and raising the price level by 
monetary means does improve busi- 
ness. Professors Warren and Pearson 
have shown this in their book on 
Prices. I have given further evidence 
in my book on Booms and De pressions 
and in a number of statistical articles. 
The evidence applies to the United 
States and also to foreign countries. 

The presence in this country of Dr. 
Enrique Gil of Argentina has brought 
home to us the valuable lessons which 
his country’s experience teaches. 

The policy of Argentina has been 
to raise the price of gold since Decem- 
ber, 1929, when she deliberately went 
off gold at the advice of her bankers 
—concurred in by a visiting Boston 
banker. Since that date the price of 
gold in terms of Argentina’s peso has 
been progressively raised up to 1933, 
then dropped slightly, and then in 
November, 1933, raised again until it 
has been more than doubled as com- 
pared with 1929. 

Before the depression the price of 
wheat was 4 pesos; last November it 
was also 4 pesos; it would have been 
only 2 if the price of gold had not 
been doubled. Today it is 8; it would 
have been 5 had it not been for the 
American drought and wheat restriction. 

Roughly, since 1929, the wheat 
price in pesos has been kept from being 
cut in two (and worse) by Argentina’s 
gold policy; and, besides this more 
than doubling effect, there has been 
almost a second doubling from wheat 
scarcity. We Americans thus have be- 
fore us a twofold lesson. 


Anti-De pression Measure 
One lesson is that raising the price 
of gold is an anti-depression measure. 
In other words, that part of Roose- 
velt’s ‘‘New Deal’ is justified by Ar- 
gentina’s laboratory experiment. 
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The other lesson is that that part of 
the New Deal which consists in wealth 
destruction and limitation stands con- 
demned; for it has given away our 
foreign market. 

And Argentina is not the only coun- 
try which can teach America these 
lessons. Australia has the same two 
messages, as shown in Professor Cop- 
land’s book on the subject. For a 
generation Australia has been experi- 
menting with ‘“‘regimentation’” and 
“regulation” and a ‘planned economy” 
along the lines of our A.A.A. and 
NRA and with equally discouraging 
results. She finally gave up this line 
of policy and began at the cther end 
—the monetary end—raising the price 
of gold, with immediate, almost magi- 
cal results. 

The same policy has been quietly 
pursued by England despite her pro- 
fuse protestations to the contrary and 
lip service to the gold standard. Such 
indirection is characteristic of English 
policies. She doesn’t tale much, or 
talks so as to put the world off the 
scent, but acts and lets the results 
gradually dawn on the World. A te- 
cent excellent book by Sir Morgan 
Webb called ‘‘The Rise and Fall of the 
Gold Standard” pictures England as 
having abandoned gold permanently 
in favor of a managed currency. What 
is more, she is carrying along with her 
a large part of the rest of the world 
—the “Sterling Group.” 


Managed Currency Succeeds 

But the most remarkable laboratory 
experiment is that of Sweden. Since 
September, 1931, she has not only had 
a managed currency but she has so 
managed it that she has kept the krona 
stable usually within one per cent. 

It seems manifest destiny that the 
days of the gold standard are num- 
bered and that managed money is 
slowly but surely taking its place. 

I have spoken in general of mone- 
tary means. Of course, raising the 
price of gold, that is, lowering the gold 
content of the dollar, is not the only 
monetary means. The monetary means 
used in Sweden are adjusting redis- 
count rates and open market opera- 
tions. 
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The most important monetary 
means, I believe, would involve a 
change in our banking system. 


Leave Real Banking to Bankers 


There is much talk today of nation- 
alising our entire banking system. I 
believe this would be a mistake. All I 
would do is to take over the monetary 
work of banks, leaving real banking to 
bankers. This is the true American 
way. Banking, z.e., money lending 
should be left to individual enterprise 
just as much as railroading or insur- 
ance or farming or the grocery busi- 
ness. But banking should not include 
the manufacture of money as, prac- 
tically, it does today, for the real cir- 
culating medium of this nation today is 
not pocketbook money but checkbook 
money—the money we have—or think 
we have—in the banks, deposits sub- 
ject to check. This “‘money’’ is really 
credit, a promise to furnish money and 
is manufactured by a bank when it ex- 
tends a loan. Each commercial bank 
is a private mint. 

It is this irresponsible manufacture 
of our national circulating medium by 
thousands of banks and its destruction 
when the loans are paid which mostly 
makes booms and depressions. 

Professor Simons and others of the 
University of Chicago and before them, 
Mr. Hemphill, formerly credit man- 
ager of the Federal Reserve Bank of 
Atlanta, have proposed a remedy which 
I have called the 100 per cent. system 
of money and banking. Professor 
Currie of Harvard has advocated this 
in a recent book. Mr. George Le- 
Blanc, the eminent banker, has en- 
dorsed the 100 per cent. principle. I 
am writing a book favoring this pro- 
posal. Senator Cutting has introduced 
a bill on the subject and it will come 
up at the next session of Congress. If 
we do not enact this into law we may 
at least go half way and adopt the 
plan proposed by Frank A. Vanderlip 
and contained in a bill introduced by 
Congressman Goldsborough. But I 
hope we may be willing to go more 
than half way and adopt the entire 
“100 per cent.” program. This is de- 
signed to make runs on commercial 
banks practically impossible; to a large 








158 


extent, to cure or prevent depressions ; 
and to wipe out much of the National 
Debt. 

In the United States and some other 
countries most of our bills are now 
paid by check, instead of by passing 


money from hand to hand. 


Chief Circulating Medium 

When a person draws a check, he 
draws it from what he calls ‘‘the money 
I have in the bank’’ as shown by his 
deposit balance on the stub of his 
checkbook. The sum of all such bal- 
ances on all such stubs in the United 
States, z.e., all checking deposits, the 
“money” lying on deposit in banks 
and subject to check, constitutes the 
chief circulating medium of the United 
States. This we may call “checkbook 
money” as distinct from actual, or 
“pocketbook,” money. The chief dif- 
ference between checkbook money 
and pocketbook money is that the lat- 
ter is bearer money, good in any- 
body’s hands, whereas checkbook 
money requires special permission of 
the payee to pass. 

In 1926, for instance, a representa- 
tive year before the depression, the 
total checkbook money of the people 
of the United States, according to a 
rough estimate, was twenty-five billion 
dollars. But, outside of the banks and 
the United States Treasury, the pocket- 
book money, that is actual physical 
money in the people’s pockets and in 
the tills of merchants, amounted, all 
told, to less than four billion dollars. 
This made the total circulating medium 
of the country twenty-nine billion dol- 
lars, four billion circulated by hand 
and twenty-five by check. 

Many people imagine that all of 
what they call their money in the 
bank (i.e., all checkbook money) is 
really money and really in the bank. 
Of course, this is far from true. 


What Checkbook Money Is 

What, then, is this mysterious check- 
book money which we mistakenly call 
our “money in the bank?’ It is simply 
the bank’s promise to furnish money 
to its depositor when asked. Behind 
the twenty-five billions of checking 
deposits, 1926, the banks held, besides, 
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say, three billions of actual, or bearer, 
money, twenty-two billions of assets 
other than money—such assets as the 
promissory notes, or loans, of bor- 
rowers and such assets as Government 
bonds and corporation bonds. 

In ordinary times, as for instance in 
1926, the three billions of bearer 
money was enough to enable the banks 
to furnish any depositor all the money 
or ‘‘cash”’ he asked for. But if all the 
depositors had demanded cash at the 
same time, the banks, though they 
could get some cash by selling their 
other assets, could not have raised 
enough; for there was not enough cash 
in the entire country to make up the 
twenty-five billions. If all the deposi- 
tors had demanded gold, there would 
not have been enough gold in the 
whole world. Yet, by the law, all 
depositors were entitled to cash—even 
gold—at a minute’s notice! 

Between 1926 and 1929, the cir- 
culating medium increased from 
twenty-nine to thirty billions, about 
twenty-six of the thirty billions being 
checkbook money and four billions 
being pocketbook money. 

On the other hand, between 1929 
and 1933, checkbook money shrank 
to seventeen billions which, with five 
billions of actual money in pockets 
and tills, made in all twenty-two bil- 
lions of circulating medium, instead of 
the thirty in 1929. The increase from 
twenty-nine to thirty was (very mild) 
inflation; and the decrease from thirty 
to twenty-two was deflation. 

The boom and depression since 
1926 are largely epitomized by these 
three figures (in billions of dollars) — 
twenty-nine, thirty, twenty-two—for 
the three years 1926, 1929, 1933, 
these changes being aggravated by like 
changes in velocity. In 1932-33, for 
instance, not only was the circulating 
medium small, but its circulation was 
slow—even to the extent of wide- 


spread hoarding. 


Nine Billion Wiped Out 
The inflation and deflation were 
wholly in the deposits, or checkbook 
money, not in the pocketbook money. 
An essential part of this depression has 
been the shrinkage from the twenty-six 


to the seventeen billions in checking 
deposits, that is, the wiping out of 
nine billion dollars of the nation’s 
circulating medium which we all need 
as a common highway for business. 
This loss of nine billion of checkbook 
money has been realized by few and 
seldom mentioned. 

This destruction of checkbook 
money was not something natural and 
inevitable; it was due to a faulty sys- 
tem. Under the 100 per cent. sys- 
tem, here proposed, not a dollar of our 
circulating medium would have been 
destroyed. 

Under our present system, the banks 
create and destroy checkbook money 
by granting or calling loans. When 
a bank grants me a $1,000 loan and 
so adds $1,000 to my checking deposit, 
that $1,000 of “money I have in the 
bank” is new. It never existed before, 
but was manufactured by the bank out 
of my loan and written by pen and ink 
on the stub of my checkbook and on 
the books of the bank. Except for this 
pen and ink record, this “‘money’’ has 
no physical existence. When I later 
repay the bank that $1,000, I take it 
out of my checking deposit, and that 
much circulating medium is destroyed 
on the stub of my checkbook and on 
the records of the bank. 


Small Bank Reserves Cause Trouble 


It is the smallness of the bank te- 
serves required which makes the 
trouble. The banks can build up on 
these reserves an inverted pyramid of 
“credit”? the size of which can be in- 
flated and deflated. It is obvious that 
such a top-heavy system is dangerous 
—dangerous to depositors, to the banks, 
and above all to the millions of ‘“‘inno- 
cent bystanders,” the general public. 
In inflation the public is led to specu- 
late, and in deflation the public is de- 
prived of part of its circulating medium. 

As this system of checking accounts, 
or checkbook money based chiefly on 
loans, spreads from the few countries 
now using it to the whole world (as 
it is now spreading under the spur of 
the profit motive of bankers) all these 
dangers will grow greater. As a con- 
sequence, future booms and depres- 








sions threaten to be worse, unless the 
system is changed. The dangers and 
other defects of the present system 
will be discussed at length later. But 
only a few sentences are needed to out- 
line the proposed remedy, which is this: 


Cash Reserve Should Equal Checking 
De posits 

Let the Government, through a 
“Currency Commission,” to be set up 
for this purpose, turn into cash ot 
bearer money sufficient of the Govern- 
ment bonds and other assets of every 
commercial bank to bring the cash re- 
serve of the bank up to 100 per cent. 
of its checking deposits; that is, let 
the Government buy some of the 
bonds, notes, and other assets of the 
bank with actual bearer money, espe- 
cially issued through the Currency 
Commission. 

This new money would merely give 
an all-cash backing for the checking de- 
posits and, as we shall see, would of itself 
neither increase nor decrease the total 
circulating medium of the country. 

After this substitution of money for 
securities had been completed, the 
bank would be required to maintain a 
cash reserve of i00 per cent. against its 
deposits. That is, the new money 
would practically be tied up by the 100 
per cent. reserve requirement, so that 
it could produce no inflation what- 
ever. The checking deposit depart- 


ment of the bank would become a 
mere storage warehouse for bearer 


money and would be given a separate 
corporate existence as a ‘Money Ware- 
house Checking Bank.” 

So far as this change to the 100 per 
cent. system would impair the value of 
the original bank’s ‘‘good will,” by 
depriving the bank of earning assets 
and requiring it to substitute an in- 
creased amount of non-earning cash, 
the bank should receive additional 
compensation, preferably in the form 
of Government bonds. 


Advantages of New System 
Any such compensation to the bank 
would be small compared with the re- 
sulting advantages to the public. These 
would include the following: 
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1. 


Wo 


6. 


There would be no more runs on com- 
mercial banks, fulfilling reserve require- 
ments. 

This is obvious, because 100 per cent. 
of the depositors’ money would always 
be in the bank awaiting their orders. In 
practice, less money would be withdrawn 
than now; we all know of the frightened 
depositor who shouted to the bank 
teller: “If you haven’t got my money 
I want it; if you have, I don’t.” 


. There would be far fewer bank failures. 


The important creditors of a commer- 
cial bank who could make it fail are 
its depositors, and these depositors would 
be 100 per cent. provided for. 


. The interest-bearing Government debt 


would be substantially reduced. 

As has been seen, a great part of 
the outstanding bonds of the Govern- 
ment would be acquired from the banks 
by the Currency Commission (represent- 
ing the Government). 


. Our Monetary System would be simpli- 


fied. 

There would be no longer any essential 
difference between pocketbook money 
and checkbook money, or deposits sub- 
ject to check, because these deposits 
would become real deposits of bearer 
money. The common man could then 
better understand his monetary system. 


. Banking would be simplified. 


At present, there is a confusion of 
ownership. When money is deposited in 
a checking account, the depositor still 
thinks of that money as his, while the 
bank regards it as its own. Most of 
the ‘mystery’ of banking would dis- 
appear as soon as a bank was no longer 
allowed to lend out depositors’ money 
while, at the same time, these depositors 
were using that money as their money 
by drawing checks against it. ‘Mr. 
Dooly,” the Will Rogers of his day, 
brought out the absurdity of this double 
use of money on deposit when he called 
a banker “‘a man who takes care of your 
money by lending it out to his friends.” 

In the future the depositor would have 
to take his choice between keeping his 
entire deposit of actual money as a non- 
interest bearing checking deposit backed 
100 per cent. by real money, or with- 
drawing a part of it and putting the 
money thus withdrawn into an interest- 
bearing savings account. 

The reserve requirement for savings 
banks and savings accounts need not 
necessarily be affected by the new system 
for checking deposits. Savings accounts 
(misnamed “‘deposits’”) are really in- 
vestments, not money. The savings bank 
“depositor” has simply lent his money 
at interest to the savings bank. 

Great inflations and deflations would be 
eliminated. 

The banks would be deprived of their 
present power to inflate our circulating 
medium by making loans and to deflate 
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it by calling loans. Bank loans could 
then go up or down without affecting 
the volume of the checking deposits at 
all. These deposits would be part of 
the total actual money of the nation, and 
the total could not be affected by being 
lent from one person to another. Even 
if, for instance, depositors should with- 
draw all deposits at once or should pay 
all their loans or default on all of 
them, the nation’s money would not be 
affected thereby. It would merely be 
redistributed. Its total would be con- 
trolled by its sole issuer—the Currency 
Commission (which could also be given 
powers to affect hoarding and velocity, 
if desired). 

. Great booms and depressions would be 
eliminated. 


— 


These are largely due to inflation 
and deflation. 

Of these seven advantages, the first 
two would apply chiefly to America— 
the land of bank runs and bank fail- 
ures. The other five would apply to 
all countries having deposit banking. 
Points “6” and ‘‘7” are by far the most 
important, i.e., the cessation of infla- 
tion and deflation, and so of booms and 
depressions. 

Objections 

Naturally, a new idea, or one which 

seems new, like this of a 100 per cent. 


system of money and banking, must 
and should run the gauntlet of criti- 
cism. The questions which seem most 


likely to be asked by those who will 

oppose the 100 per cent. system are: 

1. Would not the transition to the 100 
per cent. system—the buying up of the 
assets with new money—increase greatly 
the cisculating medium of the country? 

Not by a single dollar. It would 
merely make p efter money and 
pocketbook money interconvertible; that 
is, it would merely change existing cir- 
culating deposits of imaginary money, 
as they are now, into circulating deposits 
of real money. 

After the transition (and after the 
prescribed price level was reached) the 
Currency Commission should make such 
slight increases and decreases of the 
total money of the nation as would be 
needed, from time to time, to prevent 
inflation and deflation, that is, to stab- 
ilize the price level and the purchasing 
power of the dollar. It could increase 
the nation’s money by buying bonds 
or bank loans and decrease it by selling, 
being guided in each case by the price 
level. 

No attempt is made here to discuss 
at length this stabilizing function of 

(Continued on page 168) 
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DANIEL J. HENNESSY 


Closing Remarks at Third Annual Dinner 

One of the things THE CONTROLLERS 
INSTITUTE is trying to accomplish—and 
I will say is succeeding reasonably well 
in—is learning. We are learning rapidly 
because we are putting our best efforts 
in a cooperative manner to get the best 
that we can out of our daily activities in 
order that we may better serve business. 
That is the main object of our organiza- 
tion. It is not to move ourselves up 
along the line, or to create new posi- 
tions, or new distinctions for the new 
profession of controllership, but to make 
ourselves as a body and as a whole by 
free thinking, free learning from each 
other, of greater service to business by 
picking the best and going forward in a 
rational way. 

We have impressed ourselves with the 
necessity of educating through coopera- 
tive ideas and cooperative activities the 
ability to give business the service that 
business should get from those that busi- 
ness is supporting. 

That is the fundamental principle upon 
which THE CONTROLLERS INSTITUTE OF 
AMERICA is founded, and our growth after 
a period of approximately three years— 
three years and two months I believe, this 
is our third convention—we feel that we 
have accomplished something for busi- 
ness, for each of our own businesses and 
business as a whole; and when we do 
something for business, we are doing it 
for society in general. 

This has been a very good year, in 
spite of the fact that I happened to be 
the administrative officer during the year. 
I think that this year has been good. 
Next year will be better, and when I 
introduce to you the next President, you 
will agree with me that it will be better. 

Major Shumberger, our newly elected 
President! 


(Applause) 


J. CALVIN SHUMBERGER 


Extract from Remarks at Third Annual 
Dinner 

This last year has been a very bene- 
ficial year to me. The many meetings that 
we have had together have been profit- 
able, very, very profitable to me. They 
will likewise be profitable to each mem- 
ber who attends our meetings, who will 
out of the courage of his convictions get 
up in those meetings and assist in solv- 


ing the many problems with which we are 


confronted today. 

May I extend to our members and our 
guests present a very warm welcome to 
our meetings during our fiscal year 1935? 
We need your cooperation. You need 
our service which we desire to render. 
May we serve together! 


Thank you! (Applause) 


GEORGE M. ARISMAN 
Speaking on “Control and Accounting Prob- 
lems of American Corporations Operating 

Abroad” 
American firms operate in foreign coun- 
tries on one or more of the following 
plans: 


— 


. Selling abroad products produced in 
America through brokers or agents. 

. Selling abroad products produced in 
America through branches of their own, 
but carrying no stocks in foreign coun- 
tries, these branches a part of the parent 
company. 

. Selling abroad products produced in 
America through branches of their own 
and carrying stocks in foreign countries, 
these branches a part of the parent com- 
pany. 

. Selling abroad products produced in 

America through ‘branches of their own 

with or without stocks in those coun- 

tries but through an American subsidi- 
ary operating abroad. 

Selling abroad products produced in 

America through branches of their own 

with or without stocks in the foreign 

countries in which they operate but a 

foreign subsidiary. 

Purchasing and importing products to 

America through foreign or domestic 

subsidiaries operating with or without 

stocks in a foreign country or countries. 

Purchasing and manufacturing in foreign 

countries as foreign or domestic cor- 

porations and exporting to America. 

8. Purchasing and manufacturing as a 

foreign or domestic corporation and sell- 

ing within the country, the place of 
manufacture, or extending their sales to 
other foreign countries. 
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Re: 


BENJAMIN G. SMITH 


Extract from Report of Committee on 
Professional Standing 
These considerations should not deter 
us from giving our best constructive thought 
to the subject of standardized financial re- 
ports and see whether some logical solu- 


tion can be reached. Visualize for a mo- 


ment, on the annual report of a great 
nationally known corporation, the caption: 
“The financial statements herewith sub- 
mitted have been prepared in accordance 
with the standardized balance sheet and 
profit and loss statement advocated by The 
Controllers Institute of America. 


R. FRANKLIN HURST 


Extract from Report of Admissions 
Committee 
It may be fitting at this time to explain 


to the members what constitutes eligibility 
to membership to the Institute and the 
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of the Second Annual Meeting, with mam 
technical papers were on a high plane 


These recommendations will receive ¢ 
Directors and will form the basis of won 
a Spring Conference to be held in A pril, 
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Many expressions commending the re 
ing the past year, and expressing satisfacl 
were heard from members. 
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present policy used for choosing our new 
members. 

Two years ago, when the Admissions 
Committee was appointed, it soon became 
apparent that some well defined plan must 
be set up and followed for selecting our 
members. The following policy was ac- 
cordingly defined by the committee and 
accepted by the Board. 

First: The applicant must be a control- 
ler, assistant controller, treasurer or chief 
accounting executive of his concern. The 
title is not important so long as he per- 
forms the duties of the accounting execu- 
tive normally those of a controller. An 
assistant accounting executive’s application 
must be sponsored and approved by his 
chief. 
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Second: If a concern is too small to war- 
rant accounting requiring the services of 
an accounting executive, the applicant is 
not considered eligible. The applicant must 
be above the bookkeeper catagory. 

Third: Education, university degrees, au- 
thorship or any other outside achievements 
are all given due consideration as they are 
contributary to the applicants personality, 
but such experiences in themselves do not 
constitute eligibility. The essential require- 
ment or merit for eligibility is the fact that 
the applicant has travelled the long road 
of experience and “has arrived” in the posi- 
tion of an accounting executive for his con- 
cern. Academic examination of an appli- 








RAPID PROGRESS 


LLERS INSTITUTE OF AMERICA held at 
as marked by an attendance double that 
ers in attendance from distant cities. The 
reports of standing and special commit- 








progress made by THE INSTITUTE dur- 
we outcome of the Third Annual Meeting 
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cant was discussed for a long time and 
finally dropped as an inadequate measure of 
one’s accounting and controllership ability. 
The fact of an applicant “having Arrived” 
to a position as an accounting executive or 
controller was finally adopted as the equiva- 
lent of a degree to membership. 

Fourth: The two essential motives for a 
desire to join the Institute should be; first, 
a desire to associate with fellowmen in the 
same mature accounting strata; second, a 
desire of service to business through collec- 
tive association. 

Fifth: The eligibility of a junior or 
younger men in the making, was thoroughly 
discussed and it was decided that for the 
time being the Institute membership would 
be limited to men who have arrived as an 


executive and the junior or climber would 
not be eligible. It is recognized, however, 
that at some future time the Institute may 
want to establish a junior department. 

Sixth: Public accountants, C.P.A.’s, law- 
yers, engineers or men in other professions 
are not eligible except in a very limited 
sense as honorary or associate members. 

Seventh: When preparing the eligibility 
policy, it was recommended that one of the 
requirements for membership should _in- 
clude an acceptance of our “Code of 
Ethics” the declaration to be printed in the 
application blank above the applicants signa- 
ture. The Board has not yet adopted this 
requirement. 

Eighth: All applicants must be sponsored 
by a member or include adequate outside 
references. They must be sponsored by the 
board of the local control, if the applicant 
lives in the territory of a local control. 
The applicant must be accepted and ap- 
proved by the Admissions Committee and 
finally approved by the National Board. 

The above eligibility policy is not fixed 
by the By-Laws and can be changed at the 
will of the Admissions Committee upon 
approval by the National Board. It is the 
opinion of your chairman that the above 
outline as a principle for choosing our 
members will assure a membership for the 
Institute on a high and commendable plain. 


G. KIBBY MUNSON 
Speaking on Securities Act Administration 

It is pertinent to inquire what is an 
affiliate. That is an important question 
that the issuer’s attorney must decide. The 
Federal Trade Commission in connection 
with its Form E-1, to be used in registering 
securities in reorganization, said that ‘the 
term ‘affiliate’ or ‘affiliated’ refers to a 
person that directly or indirectly through 
one or more intermediaries controls, or is 
controlled by, or is under common control 
with, the issuer; provided, however, that 
the term does not include any security 
holders’ committee or member thereof as 
such, or any reorganization or readjustment 
manager, or nominee thereof.” 

What is meant by control? The Com- 
mission also in its definition of terms used 
in its Form E-1 has said that the term 
“control” (including the term ‘‘control- 
ling,” “controlled by’ and “under common 
control with’) as used therein means the 
possession, directly or indirectly, of the 
legal power to direct or cause the direction 
of the management and polices of a person 
whether through the ownership of voting 


securities, by contract or otherwise. While 


this definition uses the term “legal power” 
to direct, the Commission in its applica- 
tion of the definition to stock control, does 
not limit it to legal power which might 
require a holding of over 50 per cent. of 
the voting stock, but “actual power,”” which 
might be obtained perhaps by a much 
smaller percentage of stock holdings. 


DANIEL A. BEATON 


Speaking on “Relations Between Controllers 
and Public Accountants” 

Relations between the controller and the 
public accountant cover a wide range of 
accounting and business activities, the most 
important of which pertain to the prepara- 
tion and verification of financial statements. 
In this phase of the subject may be found 
essential materials for profitable discussion 
of the subject as a whole and therefore these 
comments are largely in that direction. 
Here, we have a blending of the two proc- 
esses of accountancy; synthesis, such as is 
used in building up accounts; and audit- 
ing, the object of which is to analyze and 
verify the results submitted. On one hand 
there is the controller and on the other, the 
public accountant. That is a practical situ- 
ation in the preparation and verification of 
financial statements. The relations in- 
volved have become increasingly important 
in recent years, due to the growth and 
modern methods of business corporations. 

In earlier years, when corporate organ- 
izations were smaller and less complicated 
than they are today, the detailed or com- 
plete audit was more frequently employed 
by the public accountant. With business 
units becoming constantly larger and 
through more extensive and effective sys- 
tems of accounting and internal control, 
audit procedure of the public accountant 
has been less detailed, with increased de- 
pendence on the controller for essential 
facts and information. Furthermore, the 
responsibilities of the public accountant in 
certifying to financial statements have gen- 
erally become more evident to him in re- 
cent years, with increasing recognition of 
the limitations of the auditing function. 
One phase of this is reflected in the more 
general requirement by public accountants 
that controllers certify to the valuation and 
other important features of various items in 
the balance sheet. In some respects, how- 
ever, this is not a new requirement as some 
of the larger public accounting firms have 
been requesting certificates from controllers 
for several years. 








Major Shumberger Sets High Note 
In Accepting Presidency 


Believes Association with Other Members of Institute Has Strengthened 
Him in Meeting Responsibilities Imposed on Him by His Company—Has 
Had Long Career as Educator, Public Accountant, and Corporate Officer. 


HEN announcement was made 

to members of The Institute in 
attendance at the third annual meet- 
ing, at the Waldorf-Astoria Hotel, on 
September 18, of the election of Major 
J. Calvin Shumberger as President, for 
the fiscal year ending August 31, 1935, 
Major Shumberger accepted the office 
with the following remarks: 


Speech of Acceptance 

“For the privilege of being an active 
member of this Institute I am deeply 
grateful. The opportunity of associat- 
ing with men who have ready skill in 
the assailing and elucidating of our 
mutual problems has brought me a 
more intelligible insight, a greater de- 
gree of confidence in the regulation of 
the business of my company which lies 
within my department, than I conceiv- 
ably could have acquired from personal 
experience alone. It is to the Institute 
that I am indebted for this invaluabie 
advantage. 

“For the splendid confidence and 
trust which you have so unstintedly 
shown in bestowing upon me the high- 
est honor within your power, you have 
my most profound appreciation, my 
sincere thanks. 

“Thirty-five years ago I should have 
looked upon this challenge as consider- 
able ‘pomp and circumstance’ and met 
it with feathers full-puffed in a scarcely 
concealed strut. But that would have 
been thirty-five years ago. Charles 
Haddon Spurgeon, an eminent divine 
of the 19th century, once confessed that 
he never rose to speak that his knees 
did not knock together; so thoroughly 
was he impressed with the importance 
of the service he was rendering. In 
1934, a very great depth of gratitude, a 
lively realization of the vast obligations 


which the Presidency of this distin- 
guished group entails, and the courage 
to encounter these duties with the con- 
victions born of my years among you,— 
these, alone, express my feelings. 


Controller's Work Must Be 
Constructive 


“The controller, in his official capac- 
ity, is constantly in the front ranks of 





Major J. Calvin Shumberger 
Newly Elected President 


his company’s firing line. He is the 
Goliath who defends the company 
against injustice, duplicity, deception 
both from without and from within its 
own ranks. Constructivism must 
prove the nucleus of his efforts in be- 
half of his organization, for only 
through that capacity for building, for 
reaching positive conclusions, can he 
serve his company best. His records 
should ever point the way for sounder 


and still sounder economics by means 
of which the company’s competitive 
power shall be increased. 

“Gentlemen, as soon as you who 
have had abundant experience and 
have gleaned from it a fertile store of 
practical knowledge will exercise 
enough courage to rise to your feet in 
our meetings, you will serve your 
companies and your nation more wisely 
and more fruitfully. To have had that 
experience and to hoard it like so 
much frozen capital is to defeat the 
possibilities of the future in a way that 
is, to speak baldly . . . . scarcely edu- 
cated. Our meetings are of paramount 
importance. We neither can afford 
justifiably to be absent from them nor 
not to contribute to their achievements. 
In the present economic world there 
is no place for the mediocre controller 
in the handling of matters pertaining 
to accounting and taxation. Our mem- 
bership runs the gamut of possibilities 
in these fields for it encompasses com- 
panies subject to barely any taxation 
and, in the other extreme, those liable 
to nine and ten millions of dollars in 
taxes a year. We are especially fortu- 
nate in those new members who bring 
to our fold potentialities for Active 
Man Power, and in so doing, become 
one with our increasing purpose. An 
organization more comprehensive than 
the CONTROLLERS INSTITUTE and with 
as auspicious an evolution is a rarity. 
We are now an established institution. 
The formative years of the life of our 
organization have given way to a firm 
maturity with its roots grounded in 
the determination to educate ourselves 
for service and our employers to the 
knowledge of that high purpose which 
alone confirms the direction of our 
work together. 
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“I am infinitely proud of my asso- 
ciation with our Institute, and deeply 
sensible both of the honor of your sup- 
port and of the opportunity you have 
offered me to prove my sincere esteem 
for an organization from which the 
entire nation is reaping economic bene- 
fits. Your warm offers of assistance 
assure me that through the perfect 
cooperation which is so singularly the 
seal of our trade, THE CONTROLLERS 
INSTITUTE OF AMERICA can and will 
perform for our corporations and for 
our country untold service.” 


AJOR J. CALVIN SHUMBER- 

GER served THE CONTROLLERS 
INSTITUTE OF AMERICA as vice-presi- 
dent during the year ended August 31, 
1934. He is controller of the Lehigh 
Portland Cement Company of Allen- 
town, Pennsylvania. 

Major Shumberger has been an 
outstanding member of the Control- 
lers Institute of America since its or- 
ganization as well as an outstanding 
member of a profession whose impor- 
tance to American business has come to 
be more recognized in recent years. 

Mr. Shumberger’s position and long 
record of service as controller of the 
Lehigh Portland Cement Company, 
which until very recently was the larg- 
est cement manufacturing company in 
the world, have made him an invalu- 
able asset to the Institute. For the 
past seventeen years he has held this 
important post which, in this corpora- 
tion, is an elective one and confers en- 
tire charge of all accounting procedure 
and all tax matters, whether local, 
State or Federal. Responsibility has 
rested with him for the preparation and 
filing of all business forms, reports 
and questionnaires arising from the fi- 
nancial accounting records of the com- 
pany. Accordingly he has been able to 
bring to the organization a deep concep- 
tion of the opportunities and responsi- 
bilities that vest in this office where 
directors of successful corporations have 
recognized the importance of the post. 

Major Shumberger has also been the 
controller of the Allentown Call Pub- 
lishing Company for a period of seven- 
teen years and at present is one of the 
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publishers of the paper and serves as 
vice-president and controller of the cor- 
poration. 

Major Shumberger holds member- 
ship in many national organizations, 
particularly those dealing with account- 
ing and taxes and in his home com- 
munity is constantly consulted on mat- 
ters pertaining to taxation, budgets, bond 
issues and other public fiscal matters. 

His business contacts with the vari- 
ous departments of accounting and 
taxes of the Federal government at 
Washington have covered a period of 
a quarter of a century and he has fre- 
quently been called into consultation 
by the rules and regulations section of 
the United States Department of In- 
ternal Revenue. In matters of legisla- 
tion pertaining to the part taken by 
controllers in tax matters he has ap- 
peared for the Controllers’ Institute 
before various committees of the 
United States Senate. 

Prior to his career as a controller 
for one of the country’s largest busi- 
nesses, he was for fifteen years a suc- 
cessful public accountant, maintaining 
offices in Harrisburg, Penn., and for 13 
years audited the records of the entire 
National Guard of Pennsylvania. 

In 1893 he organized the Lebanon 
Business College at Lebanon, Penn- 
sylvania. In 1894 he organized the 
School of Commerce at Harrisburg 
and in the following year he organized 
the Carlisle Commercial College at 
Carlisle, Pennsylvania. He remained as 
the principal and taught accounting in 
the School of Commerce until 1902, 
when he decided to devote his entire 
time to public accounting. 

Major Shumberger was educated in 
the public and commercial schools of 
Pennsylvania and after his graduation 
from the Keystone Business College 
of Harrisburg, became a teacher in that 
institution on his graduation in 1891. 
Thus his entire life has been devoted 
to the advancement of accounting to 
organizing and installing systems cal- 
culated to aid and solve the problems 
of business and the auditing of books, 
both corporate and municipal. It has 
been an enviable and well-rounded line 
and life of experience. 
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| pared more than two years ago. It 
| has not been found necessary or 


| bankers and others, an understanding of 


PURPOSES OF THE 
INSTITUTE 


HE following statement of 
the Purposes of the Control- 
lers Institute of America was pre- 


desirable to alter this statement. 
It reads: 


PURPOSES 


To conserve and advance the interests 
of controllers are, broadly speaking, the 
purposes of The Controllers Institute of 
America. 

Establishment of professional status 
for the controller is one method by which 
his interests may be advanced. It is the 
purpose of the Institute to provide means 
for affording professional standing for 
controllers, first by setting up profes- 
sional standards, and then by applying 
those standards, by requiring adherence 
to them as a requisite for membership. 


Setting up professional standards, while 
it is one of the objects of the Institute, 
comprises but a part of its program. 
Study of the professional and technical 
problems of the controller makes up a 
large part of its work. 

The Institute encourages the prepara- 
tion of papers and addresses on subjects 
of special interest to controllers; it pro- 
vides a means for assembling facts and 
information of value to controllers, and 
for publication of books, pamphlets, re- 
ports and bulletins. 

Study of accounting, budgetary, finan- 
cial, management and other problems 
which arise in the day to day work of 
controllers is an important objective 
served by the Institute. Such study it 
is believed will aid in improving and 
standardizing controllership procedure, 
and will help to improve the quality of 
work done by controllers, thus making 
them of greater value to their business 
organizations. / 

The Institute aims to give to execu- 
tives and to business men generally, to 


the most ethical and approved methods 
of recording, accounting, evaluating, and 
stating business and financial facts, with 
a view to improving such procedures. 


The organization purposes to provide 
means whereby controllers may more ef- 
ficiently perform their difficult duties, 
and to secure for the controller inde- 
pendence of thought and action, and the 
right to use his individual judgment in 
his official capacity and in the discharge 
of his duties. 

The charter of the Institute permits 
it to confer a title on its members which 
shall be indicative of membership in the 
organization. It may conduct an em- 
ployment bureau, and aid in settling dif- 
ferences. The Institute may serve also 
as the medium for presenting to the pub- 
lic, information concerning work of con- 
trollers, and facts of an economic char- 
acter that will be of value to business. 

















REVIEWS of Current Business Publications 


SECURITY SPECULATION. By John T. 
Flynn. Harcourt, Brace and Company, New 
York. 332 pages. $3.00. 

Mr. Flynn is no stranger to the reading 
public, he makes a deep and intensive study 
of his subject and has the courage of his 
convictions, not mincing words in telling 
his story. This particular volume will 
scarcely meet with the approbation of those 
concerned with the security market as a 
business. In it the author has portrayed, 
without any defensive coloring, the inside 
mechanics of security speculation. It is a 
work of absorbing interest, amazing in its 
revelations. He lays bare the methods 
utilized by financial houses, brokers, traders, 
manipulators and speculators. It is a scath- 
ing denunciation of the tactics as now fol- 
lowed in connection with the market. 
Written by a critical student of speculation 
in all its aspects, basing his conclusions on 
facts, giving names, dates and particular 
instances, no one can deny that it is an 
authoritative work. His contention is that 
the stupidity of the general public is offset 
by the trained intelligence of the profes- 
sional speculator and that practically all 
outsiders who speculate in the market lose 
their money. 

In his first chapter he discusses the na- 
ture of security speculation. This is fol- 
lowed by an exposition of the implements 
of speculation, and how speculation is con- 
ducted. Mr. Flynn is no novice in this field. 
He has participated actively in a number of 
investigations, has aided in the formulation 
of legislative acts and has drawn fully upon 
the mass of information recently brought 
to light by the Senate Committee on Bank- 
ing and Currency. Recognizing the need 
for a security market he feels that the pres- 
ent mode of conduct is far from what it 
should be and rather than being purely a 
market for securities it has tended to be- 
come an instrumentality for gambling pure 
and simple. Especially interesting is his 
showing of the methods of the speculator 
as contrasted with those of the outsider and 
the economist. He denies emphatically that 
security speculation performs an impor- 
tant economic service, that speculation en- 
abled the large railroads and industries to 
make their start and that the huge amount 
of common stock in the market is justified. 
He points out that most of the capital for 
the actual building of the early railroads 
was secured through bond issues and that, 
in later years, when promoters discovered 
the possibilities of enriching themselves at 
the expense of the public, the issuance of 
stocks became the vehicle for that vast series 
of financial scandals which disgrace our 
railroad history. He gives facts and figures. 
To say that security speculation played any 
important part in the financing of our great 
basic industries is simply to ignore and 
even to falsify history. To substantiate 
his statement he delves into the history of 
the steel, automobile and other industries. 
He flatly asserts that funds do not flow into 
industry by flowing into common stocks 
which are already listed. 

We now pass on to the heart of the 
topic, speculation in its most evil form. 





All the reviews on these pages 
are from the pen of A. S. Van 
Benthuysen, LL.B., a member of 
THE CONTROLLERS INSTITUTE OF 
AMERICA. 











This is covered extensively. There is ex- 
plained how speculation, rather than in- 
trinsic merit, fixes prices, the handling of 
speculative funds, how stocks are distrib- 
uted, how earnings are capitalized, how mar- 
kets for stock are created and how markets 
are manipulated. Manipulation methods 
are revealed, pool organization practices dis- 
closed, the use of puts and calls explained 
and short selling fully revealed as an in- 
strument of perdition, not to be condoned. 
In this connection he points out that it was 
not so much in 1929 and 1930 when the 
public lost their life’s savings, that the 
wrath of the masses arose against the ex- 
changes, but rather in 1931 when the notion 
circulated that the decline had been the 
work of professional bear speculators and 
that the market continued to sag under the 
pressure exerted by the professionals of the 
Street. It was this feeling that eventuated 
in the investigation of the Street. He feels 
that margin trading as well as short selling 
should be forbidden in the interest of the 
public, that brokers should be prohibited 
from trading on their own account, that 
floor traders should be eliminated, the 
work of specialists should be done by 
salaried clerks of the Exchange and the 
flow of credit into the market subjected to 
far more severe restiction than is entailed 
in the present Securities Act. 

Margin trading, in his opinion, invokes 
more bad feeling than even short selling, 
which in itself has nothing to its credit to 
warrant its continuance. A full chapter is 
devoted to this topic. One significant fact 
is that “the enormous claims upon corporate 
industry which have been created by means 
of issuing stocks for little or no contribu- 
tion to the industries have had the effect 
of producing a serious and indefensible 
maldistribution of the rewards of those 
industries.” 

That reform is an imperative necessity 
seems to be one of the greatest facts that 
the author wishes to drive home. A variety 
of methods for the prevention of manipula- 
tion are suggested in detail and it would 
be well to compare these recommendations 
with the text of the Securities Exchange Act. 
Whether they will be put into operation is 
another question, but aside from that, Mr. 
Flynn’s ideas on the subject cannot be 
lightly dismissed, they are prompted by an 
intimate acquaintance with the operations of 
the market and the sincere realization that 
conditions are not what they should be and 
that the time for sweeping reform is at hand. 

The Securities Exchange Act is covered 
and explained, brokers’ commissions shown, 
and a very complete bibliography given of 
representative books on the subject of his 
discussion. 


Regardless of attitude in respect to the 
market, there is probably no better means of 
finding out ‘‘what it is all about” than through 
perusal of this work. It is comprehensive, 
interestingly written and statements are 
backed up by authentic information. 


AUTOCRACY OF CLASS. By Merritt M. 
Sherman. G. P. Putnam’s Sons, New York. 
327 pages. $3.00. 

Made up of a series of articles on a rather 
wide range of subjects, but all covering 
on the central thought of the autocracy of 
class, the author had endeavored to present 
an outline of the fundamental causes lead- 
ing to our present chaotic conditions. He 
has particularly in mind its effect on the 
masses, with specialized application to 
those of the farm, our greatest industry 
both as to investment and numbers em- 
ployed. There is also included a series of 
letters written from Europe giving the au- 
thor’s experiences there, at the same time 
picturizing conditions in England and on 
the continent. These have a bearing on 
the conclusions he reaches. 

After reprinting an article on ‘Inflation 
Uncontrolled Reacts on the Forgotten Man,” 
the author delves deeply into the law of 
supply and demand, dwells on monopoly 
and money, and reviews the Anti-Trust 
Law from Harrison to Taft. Next we find 
a discussion of the Wilson, Harding and 
Coolidge administrations, the Constitution 
and the history of Plymouth Plantation. 
Throughout the volume the author draws 
on the past to show that there is no untried 
experiment in the fundamentals of political 
life. All this, together with a consideration 
of conditions in Imperial Rome, leads up to 
the heart of the subject, the farm, which, 
in this connection must be understood in 
the light of considering as one the Farm 
of the United States. Drawing from con- 
densed statistics and estimates, there is ap- 
plied the Industrial System of presenting 
its business condition. This is followed 
with correspondence with senators and 
others and miscellaneous articles on rail- 
road service, livestock, farm labor situa- 
tion during the world war, cost of the 
world war, preparedness, Chambers of Com- 
merce, the control of crime, farm costs and 
a number of other articles. 


THE PROFITS OF THE EARTH. By 
Charles A. Green. Christopher Publishing 
House, Boston, Mass. 146 pages. $1.75. 
Addressed to full-fledged Georgists, 
rather than beginners, the author believes it 
is unnecessary to dwell at length upon the 
principles of Henry George except in so 
far as they have a bearing upon the matters 
he discusses. Mr. Green has been an ardent 
disciple of Henry George for forty years, 
studying the Georgian philosophy and is 
therefore in a position to present it in a 
clean-cut fashion by which he hopes to 
enlist the support of those who see in this 
system a way out of our economic muddle. 
Like all other prophets, Henry George 
has had many interpreters who have failed 
to agree among themselves. His ‘Progress 
and Poverty’ does not read to them as 








plainly and unequivocally as he had every 
reason to expect. These dissentions have 
lead to the present exposition of Henry 
George’s teachings in the hope that the 
facts will be so easily read as to be readily 
apparent to all and thus end much of the 
present misunderstanding. Capital, interest, 
cost of production, surpluses, wages, money, 
laws, the gold standard, true values, medium 
of exchange and remedies for present con- 
ditions are among the subjects covered. 


DEPRESSION AND RECOVERY. By 
Dale Yoder and George R. Davies. McGraw- 
Hill Book Company, Inc., New York. 298 
pages. $2.00. 

This volume seeks to present a summary 
of the most important aspects of economic 
disorganization in the ake and a 
description of some of the devices created 
in the recovery campaign as means of fur- 
thering reconstruction. There is given a 
brief statement with respect to the nature 
and history of depressions, an analytic de- 
scription of the more important phases of 
the depression starting in 1929 and refer- 
ences to the economic implications inherent 
in the devices now being utilized to further 
reconstruction. 

While the work is not lengthy, it re- 
dounds to the credit of the authors, profes- 
sors in the University of Iowa. They have 
carefully considered their subject and have 
written in a fashion easily comprehended. 
General characteristics and theories are dis- 
cussed rather than the complicated mass of 
detail, which, necessarily, must undergo 
frequent change. Admitting that the con- 
tents are more descriptive than critical, no 
course of action is suggested, that task being 
for those who must bear the brunt of 
charting the means toward the end. 

Opening with a chapter on the nature 
and history of business cycles we come next 
to the depression of 1929-1933 and the dis- 
integration of credit and prices, followed by 
the breakdown of consumption and produc- 
tion. Emergency relief measures, recovery 
programs, credit control and reflation, re- 
building consumption and reorganization 
of production lead up to the final chapter 
“The Recovery Program in Perspective.” 
There are forty-four tables and charts il- 
lustrating the text, a list of the alphabetic 
Organizations concerned with recovery and 
a select bibliography of recent literature 
dealing with various phases of the depres- 
sion and recovery measures. 


UNIFORM STATE ACTION. By W. 
Brooke Graves. The University of North 
Carolina Press, Chapel Hill, N. C. 368 
pages. $3.50. 

Without question, one of the greatest of 
existing evils in this broad democratic coun- 
try of ours, is the wide divergence in laws 
enacted by the forty-eight sovereign states, 
covering identical matters. Inevitably, con- 
fusion and injury, both in respect to legiti- 
mate business and individuals, is an at- 
tendant consequence and in addition, the 
door is wide open to chicanery of all sorts, 
by shrewd corporations and attorneys avail- 
ing themselves of the possibilities offered 
by the confusion created. 

Mr. Graves’ work represents an attempt 
to survey the scope and to analyze the 
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COMING REVIEWS 


Among the books to be reviewed | 
in coming issues of THE CON- 
TROLLER are ‘‘Moneyless Govern- 
ment” and ‘The Securities Ex- 
change Act of 1934 Analyzed and 
| Explained.” 











significance and possibilities of interstate 
relations. He shows briefly the nature and 
accomplishments of such cooperative rela- 
tions and reciprocal agreements as have 
come to exist at the present time, with the 
idea that the record itself may be of interest 
to scholars and that the implications of it 
may be of interest and value to state gov- 
ernment officials in their consideration of 
present-day problems. While the attitude of 
the author is reportorial, rather than sug- 
gestive, he believes that he has shown the 
existence of machinery by means of which 
uniform policies might be adopted and en- 
forced among the states. 

After discussing the need for uniformity 
and the methods of securing it there is 
taken up, in turn, legislative, administrative 
and judicial cooperation and the future of 
uniform state action. Due stress, through- 
out, is laid on the growing protest against 
further centralization of powers in the 
Federal government, as contrary to the spirit 
of the Constitution, and the present atti- 
tude of the two leading political parties. A 
suggested program to hasten uniformity is 
presented, followed by three appendices. 
The first of these refers to modifications of 
uniform acts, the second is a classified list 
of national and sectional organizations of 
state administrative officers and the third, 
the constitutions and by-laws of some repre- 
sentative organizations of state administra- 
tive officers. Six maps illustrate the text. 

This is an authoritative work, probably 
the best of its kind on the subject, certainly 
the latest. It is well written and should 
certainly warrant the attention of all in- 
terested in the subject covered. 


ARBITRATION IN THE NEW INDUS- 
TRIAL SOCIETY. By Frances Kellor. Mc- 
Graw-Hill Book Company, New York. 256 
pages. $2.00. 

This volume concerns itself primarily 
with the modes of industrial arbitration 
before and under the Recovery Act. It is 
a valuable addition to the literature on the 
subject, especially as it is timely and brings 
the reader up to the past year. The basic 
importance of goodwill is discussed, the 
competence of arbitration, the function of 
commercial arbitration, industrial self-gov- 
ernment under trade associations, security 
against unfair competition, the consumer- 
beneficiary and the trend toward planning 
comprise the subjects covered in the first 
section devoted to this activity prior to 
the Recovery Act. 

In the second section, covering the period 
under the Recovery Act, trade associations, 
elimination of unfair competition, inter- 
trade relations, function of industrial arbi- 
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tration, commercial arbitration under the 
codes, code compliance within industry, 
the control of economic goodwill and notes 
on foreign trade arbitration are covered at 
length. At the close, there appear rules of 
procedure for the arbitration of controver- 
sies arising out of commercial contracts, 
rules for adjustments and arbitration under 
codes, rules for the adjustment of labor 
controversies or complaints arising under 
by-laws of employees’ associations or under 
collective agreements between- employers 
and employees and regulations illustrating 
special rules drawn by industrial groups 
which may be brought within the jurisdic- 
tion of a court of amity and arbitration. 


SEASONALS IN DEPARTMENT STORE 
MERCHANDISING. By Edgar H. Gault. 
University of Michigan, Ann Arbor, Mich. 
83 pages. $1.00. 

In his preface the author states that fre- 
quent inquiries are received in regard to 
sales forecasting and budget making for the 
individual departments of department stores 
and that the task is complicated by seasonal 
variations different in every department. 
Using monthly department figures, cover- 
ing a six-year period, as a basis for indexes 
of seasonal variation, has made possible this 
presentation, which should be of interest 
particularly to department store controllers. 

Starting with an explanation of the causes 
for seasonal variation, there is taken up in 
turn the use of the seasonal indexes, setting 
up a merchandising budget, and character- 
istics of seasonal variations in merchandis- 
ing. This is followed by tables and charts 
dealing with nineteen departments and the 
store as a whole, each chart being accom- 
panied by a complete explanation. 

Like the other monographs from this 
source, it is written in a direct and simple 
manner, without equivocation of any sort, 
carrying with it a summary of the subject 
under discussion and conclusions reached. 
It is refreshing to see the result of a 
thorough and involved examination covered 
so concisely and without the usual super- 
fluities. 


CURRENT TAX REVIEW. 1440 Broad- 
way, New York. Monthly. $3.00 a year. 

This is a monthly publication consisting 
of four pages, 814 x 11, containing short, 
but pertinent, articles on tax matters of 
current importance. It must be borne in 
mind that it is not bulk, but content, that 
dictates the value of any literature. For 
example, in the July number is an article 
devoted to estimating the remaining useful 
life of property, a feature of the new Treas- 
ury decision that has received widespread 
attention. Another article deals with the 
filing of partnership returns in those cases 
where the fiscal and calendar years do not 
coincide. In the August number is an ar- 
ticle on the recognition of full gain or loss 
in respect to short sales and another on 
joint ventures and joint stock accounts. 

In each issue appear recent tax decisions, 
both Federal and New York State, and a 
number of interesting queries with answers 
thereto. These pertain to all kind of taxes, 
income, excise, etc.,—affecting individuals, 
partnerships and corporations. 








INSTITUTE ACTIVITIES-COMMUNICATIONS 


OFFICERS AND DIRECTORS 
ELECTED 


Members of THE CONTROLLERS INSTI- 
TUTE OF AMERICA, at the business session 
held Monday, September 17, elected sevea 
directors for terms of three years each as 
follows: 


EDWIN F, CHINLUND 
International Telephone & Telegraph 
Corporation, New York City. 

DANIEL J. HENNESSY 
Long Island Lighting Company, New 
York City. 

R. FRANKLIN Hurst 
Plainfield, New Jersey. 

HENRY C. PERRY 
The Heywood-Wakefield Company, Bos- 
ton. 

J. CALVIN SHUMBERGER 
Lehigh Portland Cement Company, Al- 
lentown, Pennsylvania. 

J. S. SNELHAM 
Continental Can Company, Inc., New 
York City. 

H. H. WEINSTOCK 
The New York Times, New York City. 


The above-named directors, together with 
fourteen additional directors, who held 
over for terms of one and two years, con- 
stitute the Board of The Institute. 


Officers 
At a special meeting of the Board of 
Directors of The Institute held Tuesday, 
September 18, 1934, at 11:00 A.M., the 
following officers of The Institute, for the 
fiscal year ending August 31, 1935, were 
elected: 


President 
J. CaLvin SHUMBERGER 
Lehigh Portland Cement Company, 
Allentown, Pennsylvania. 
Vice-Presidents 
DANIEL H. BENDER 
Utilities Power & Light Corporation, 
Chicago. 
RopNEY S. DURKEE 
Socony-Vacuum Oil Company, Inc., 
New York City. 
Treasurer 
O. W. BREWER 
American Gas Association, New York 
City. 
Secretary-Controller 
ARTHUR R. TUCKER 
New York City. 


OCTOBER MEETINGS 
Meetings of the New York, Pittsburgh 
and Boston Controls of THE CONTROLLERS 
INSTITUTE OF AMERICA are to be held dur- 
ing October. Subjects, speakers, and dates 
will be announced to members of those 
Controls in special communications. 


New Members of Institute 


The following applicants were 
elected to active membership in The 
Institute by the Board of Directors, at 
a special meeting held August 30, 
1934: 


M. A. BITZGER 
American Bemberg Corporation, 
Elizabethton, Tennessee. 
WILuIs C. BRIGHT 
American Commercial Aicohol Cor- 
poration, New York City. 
R. C. CASSELBERRY 
Sharp & Dohme, Inc., Philadelphia. 
T. E. J. CROWLEY 
The New York American, New 
York City. 
WALTER H. ECKHARDT 
Household Finance Corporation, 
Chicago. 
GEORGE H. ENGELS 
Market Street Railway Company, 
San Francisco. 
M. D. FIELD 
The California Oregon Power Com- 
pany, Medford, Oregon. 
ARTHUR GRAN 
American Colortype Company, All- 
wood, Clifton, New Jersey. 
FRANK L. GRIFFITH 
The Peoples Gas Light & Coke 
Company, Chicago. 
GeEorGE H. HEss, Jr. 
Great Northern Railway Company, 
St. Paul, Minnesota. 
JOHN J. JOHNSTON 
Atlas Corporation, Jersey City. 
WILLIAM R. LITTLE 
The Evening Star Newspaper Com- 
pany, Washington, D. C. 


JAMEs J. MISCHLER 
The Hobart Manufacturing Com- 
pany, Troy, Ohio. 

L. D. MorcAN 
Schramm, Inc., West Chester, Penn- 
sylvania. 

FRANK J. NAGELL 
Black & Decker Manufacturing 
Company, Towson, Maryland. 

ARTHUR L. RAE 
American Water Works and Elec- 
tric Company, New York City. 

H. J. REEVEs 
International Silver Company, Mer- 
iden, Connecticut. 

Louis G. ROWE 
The Emerson Electric Manufactur- 
ing Company, St. Louis. 

S. W. TUTTLE 
Dickson & Eddy, New York City. 

J. S. VANLEER 
Addressograph-Multigraph Corpora- 
tion, Cleveland. 

ERNEST H. WEsT 
Union Carbide Company, New 
York City. 


The following applicants were 
elected to active membership in The 
Institute by the Board of Directors, at 
a regular meeting held September 14, 
1934: 

STANLEY B. BERG 

Cherry-Burrell Corporation, Chi- 

cago. 

CLARENCE A. DEMPSEY 

The Creamery Package Manufac- 

turing Company, Chicago. 

GEORGE R. DRYSDALE 
Phelps Dodge Corporation, New 
York City. 
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THOMAS L. EVANS 
Weston Electrical Instrument Cor- 
poration, Newark, New Jersey. 


J. MILLs HAWKINS 


Phelps Dodge Corporation, New 
York City. 


EMMET R. KING 


Metropolitan Edison Company, 
Reading, Pennsylvania. 


E. A. KLEINSCHMIDT 


York Ice Machinery Corporation, 
York, Pennsylvania. 


REUEL O. LAUNEY 


Brooklyn Edison Company, Inc., 
Brooklyn, New York. 


EpwarpD V. MILLs 
Fireman’s Fund Insurance Company, 
San Francisco. 


WILLIAM L. Nason 
G. Krueger Brewing Company, 
Newark, New Jersey. 


H. A. Ross 
Vulcanized Rubber Company, Mor- 
risville, Pennsylvania. 


GEORGE W. SHERIDAN 


West Leechburg Steel Company, 
Pittsburgh. 


PURCELL L. SMITH 
The Commonwealth Edison Com- 
pany, Chicago. 

Henry A. STIx 


Associated Gas & Electric System, 
New York City. 


C. J. VAN NIEL 
Eastman Kodak Company, Roches- 
ter, New York. 


SECURITIES EXCHANGE ACT 
DISCUSSED AT MEETING 
OF CHICAGO CONTROL 


The Securities Exchange Act of 1934 
was the subject of discussion at the first 
meeting of the season held by the Chicago 
Control September 25, at the Palmer House, 
Chicago. 

The speakers were Mr. M. J. O'Brien, 
President of the Chicago Stock Exchange, 
and Mr. Jess Halsted, Secretary of the Ex- 
change. 

The Chicago Control was thus the first 
to swing into action this season. 
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DICTATING 


MACHINES 


HAVE CHANGED! 





See Edison’s Revolutionary New 


PRO-TECHNIC EDIPHONE 





12 PROVED ADVANTAGES ...A GUARANTEE of 
20% to 50% INCREASED BUSINESS CAPACITY 


Edison has produced a thoroughly 
new, fully enclosed instrument, the 
PRO-TECHNIC EDIPHONE. Its 
“Balanced’’ Voice Writing makes 
dictation easier and faster. It guar- 
antees full-time secretarial service, 





without old-fashioned “dictation 
periods’. The Pro-technic Ediphone 
provides a Voice Writing service 
that allows dictators to dictate at 
any time without waiting — easier 
than telephoning. Dictators have 
more time for planning, for out- 
side calls, Secretaries become more 
valuable, 


Free demonstration at your desk! 


To prove that dictating machines 
have changed, every responsible 


executive is invited to ‘‘sample’’ 


OF EVERY EDISON cLtaim MAIL COUPON! 





Ediphone Voice Writing — without 
obligation. 

Without Cost to You — 
Edison Will Train Your Office 
Telephone The Ediphone, Your City, 
or mail the coupon to Thomas A. 
Edison, Inc., Orange, N. J. and an 
Ediphone representative will ex- 
plain each of the 12 Pro-technic ad- 
vantages to you. He will introduce 
this NEW Voice Writing in your 
office, taking full responsibility for 
smooth and efficient service until 
Voice Writing becomes as much 
a part of your office routine as 

telephoning. 

YOU BUY NOTHING until Edison 
proves it can increase your dicta- 
tors’ business capacity and your 
secretaries’ capacity to assist. 











ite Ecieon.. | want to know if Edison will guarantee to 
IncoagroRatio 
ORANGE, N.J. U.S.A. increase our business capacity 20% to 50%. 
FIRM NAME. ia 
MY NAME TITLE 
ADDRESS. Gatien tele 
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ONE CORPORATION'S | 
DEFINITION OF DUTIES 
OF CONTROLLER 
In an application received re- | 
cently for membership in THE | 
CONTROLLERS INSTITUTE OF | 
AMERICA there was included an | 
extract from the minutes of the 
Directors of one of the larger cor- | 
porations of this country, giving a | 
definition of the work to be done | 
and the scope of the authority of | 
the controller. | 
It is published with the thought 
that it may be of use to other cor- | 


porations. 
RESOLVED—That there be and is | 
hereby created the office of controller, 

whose duties and/or functions shall 

be; the general supervision of the | 
accounting methods, systems and pro- | 
cedure; the supervision of the au- 

diting; to prescribe the form and 

content of the financial and account- 

ing reports; to analyze financial and 

operating results, to co-operate, assist 

and advise with divisional, factory 

and departmental Managers in the 

preparation of their quotas and budg- 

ets of expenses; to have charge of 

the budget and budgeting control; the 

supervision of taxation and _ insur- 

ance; to study and supervise in con- 

junction with proper executives the 

functions and inter-departmental ac- 

| tivities and relations of the various 

departments and operating units; and 

such other duties as may properly 

pertain to the office or be assigned 

or delegated thereto. 














(Continued from page 159) 
the Currency Commission. It is similar 
to what is called for in the Monetary 
Authority Bill proposed by Mr. Vander- 
lip. It, and the 100 per cent. system, are 
distinct; either could, conceivably, exist 
without the other. 
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In short, the new money would be 
no more “fiat” than the deposits are 
now. Indeed it would put a stop to the 
manufacture of deposits by the fiat of 
banks and their customers. 


. Would not the gold standard be lost? 


No more than it is lost already! And 
no less. The position of gold would be 
exactly what it is now, its price to be 
fixed by the Government and its use to 
be confined chiefly to settling inter- 
national balances. 


. Would not the bankers be injured ? 


On the contrary, 

(a) they would share in the general 
benefits to the country resulting from a 
sounder monetary system; 

(b) they would have received the mar- 
ket price for their Government bonds 
or other assets which they would have 
sold to the Government; 

(c) they would be specially compen- 
sated for any loss of so-called ‘good 
will,” or, more strictly speaking, for 
having to tie up such large reserves; 

(d) they would be freed from risk 
of future bank runs and failures. 

The bankers will not soon forget what 
they suffered from their mob race for 
liquidity in 1931-33—each for himself 
and the devil take the hindmost. Such 
a mob movement would be impossible 
under the 100 per cent. system; for the 
amount of checkbook money would not 
then be governed by the amount of bank 
loans. 

What real ground for complaint could 
the bankers have if they were properly 
recompensed for their present business 
and their future business were made 
safer and larger? 


. Would the plan be a nationalization of 


money and banking? 

Of money, yes; of banking, no. It is 
true that there would be a temporary 
displacement of many promissory notes 
from banks to Currency Commission. 
But thereafter the Commission would, 
so far as banking functions are con- 
cerned, be merely a safety valve for oc- 
casional rediscount when banks needed it. 


Not a Radical Proposal 
The 100 per cent. proposal is the 


England effected a reform and a 
partial return to the goldsmiths’ system 
when, 90 years ago, the Bank of England 
Act was passed, requiring an additional 
reserve behind all Bank of England 
Notes equal to 100 per cent. of all notes 
issued beyond a certain minimum. 

This was based on substantially the 
same 100 per cent. principle as what !s 
here proposed. 

Finally, why continue virtually to 
farm out to the banks for nothing a 
prerogative of Government? That pre- 
rogative is defined as follows in the 
Constitution of the United States 
(Article I, Section 8): “The Congress 
shall have power . . . . to coin money 
(and) regulate the value thereof.” 


ECONOMISTS STUDY 
MONETARY LEGISLATION 


Announcement is made of the for- 
mation of the Economists’ National 
Committee on Monetary Policy. The 
purposes of the organization are stated 
to be: To educate the public as to the 
merits and dangers of the various 
measures proposed at Washington 
having to do with money and banking; 
and to indorse or protest as citcum- 
stances seem to justify. 

It is announced that the organization 
is a neutral and non-political organiza- 
tion. 

The Committee stands for sound 
money and is opposed to further de- 
valuation of the dollar. 

The Honorary Chairman is Edwin 
W. Kemmerer of Princeton University. 
The President is Ray B. Westerfield of 
Yale University. 





SAN FRANCISCO 
CONTROL ASSURED 


ing “behind” this opposite of radical. What it asks, in ae 
hone shece be acer a Mec wg i lu ilage A Group Application from ten 
money? Would it not be “fiat” money: principle, is a return from the present consoles: 4k aeauan seamaaeaal 
There would be behind the new money = wildcat system of lending the same peel ‘a ye 
corporations in San Francisco was 


transferable by check exactly what is a. ss ected sheaciiees dais 
; m - - ; . 
now behind the old checkbook money, ney received late in September. These 


servative safety-deposit system of the : : 
namely the Government bonds, personal 1 ety Pp y applicants, if elected, purpose to 
e-napai — etc, which would be — old _ goldsmiths, before they began asitt ie Jeetaiag aia ate 
taken over by the Currency Commission lending out improperly what was en- i 
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and kept, if need be, in vaults. If this 4 h f ileal I 
backing of our present deposit currency trusted to them for safekeeping. 1t was in San Francisco. 


is good backing when kept by the bank, this abuse of trust which after coming ; i : 
it would still be good backing when to be accepted as standard practice, Pes Piet res pry atre 
kept by the Currency Commission. In fact, evolved into modern deposit banking. tep 


the bonds and other backing would no - ; : ; 
longer have to be impaired at times by From the standpoint of public policy 


being sold at a sacrifice because of a “run.” it is still an abuse. 


for organization of the San Fran- 
cisco Control will be taken. 
































Gay NEW YORK 


dines and dances at the new and beautiful 


CASINO MONTCLAIR 


Unusual entertainment features, notably 


FELI FERDINANDO 
& His Orchestra 
Claire Willis, Vocalist * Klari La Rue & His 


Music * Lucia Graeser, Southern Nightingale 
* Cartier, Master of Magic and Ceremonies 


No Cover Charge at Any Time + Dinner HOTEL MONTCLAIR 


or Supper $1.50. Saturday and Holiday 
Eves $2 + Luncheon 75c. Reservations LEXINGTON AVENUE at 49TH STREET 
Phone WlIckersham 2-1200. Ask for Fred. a ee Se 

















1933 YEAR BOOK 


CONTROLLERS INSTITUTE 
OF AMERICA 
Available to Non-Members at $2.00 a Copy 


Contains Reports of Discussions at Annual Meeting of 1933; 

Historical Matter Concerning Beginnings of Institute; Descrip- 

tion of Current Activities of Institute; List of Institute Publica- 

tions; Membership Roll; and Other Interesting Features. 
Copies of 1932 Year Book Available at Same Price 


Valuable Reading for Any Controller 


CONTROLLERS INSTITUTE OF AMERICA 


One East Forty-second Street New York City 
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SSSR rar craaceen 


You can be EVERYWHERE ..-.-- 
watch everything WITH PUNCHED CARDS 


Business holds no secrets when FACTS are obtained 
by the International Electric Accounting Method. 
With International Electric Accounting and Tab- 
ulating Machines you have accurate, up-to-the- 
minute knowledge of every branch—every depart- 
ment. You know to a penny your daily operating 
costs. You keep accurate check on labor, produc- 
tion, material, sales . . . . you can be everywhere, 
watch everything. 


The basis of the International Electric Accounting 
Method is the tabulating card. All business trans- 
actions, operating and statistical information are 
transcribed from the source into these cards in the 
form of punched holes. These punched cards auto- 
matically operate the machines which produce com- 
plete printed and tabulated reports. 


The speed and accuracy of this method are bring- 
ing efficiency and economy to business and govern- 
ment in seventy-nine different countries. Let us 
show you how International Accounting and Tab- 
ulating Machines can be applied to your business— 
without altering your present set-up. New, illus- 
trated handbook, The International Electric Ac- 
counting Method, gives valuable information to the 
modern executive who is seeking the closest pos- 
sible means of control. Free copy on request. 


Other International Business Machines famous for 
saving minytes, money and material are Interna- 
tional Time Recorders and Electric Time Systems, 
International Industrial Scales, and Electromatic 
Typewriters. 


Branch Offices in all Principal Cities 


INTERNATIONAL ee CORPORATION 


General Offices, 270 Broadway 
New York, N. Y. 


we? of the World 














